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Corporation, it received from Congress bond-issuing authority which
eventually amounted to $4,750,000,000. Not all this was used by the
H.O.L.C. The repayment of these bonds and the interest thereon is
guaranteed by the United States. At the time the law was passed, many
observers felt that the loss of a few hundred million dollars by this cor-
poration would be cheap payment for saving the homes of borrowers
unable to refinance their distressed loans. It appears at this writing that
eventually no loss will be suffered by this corporation. However, caution
should be observed in attempting to draw too close a parallel between the
financing of tangible real estate used for residential purposes, which can
be appraised by more or less standard rules, and the financing of miscel-
laneous small business enterprises, which, by definition, are almost always
incapable of accurate appraisal until they have been put to the acid test
of experience.
The R.F.C.'s experience with the financing of small business enterprises
is not too illuminating. In general, two policies were followed by the
R.F.C. in granting small loans. Some loans were made where it was not
expected that even the principal would be repaid. These were of the type
where floods or other catastrophes made a contribution by a governmental
agency seem desirable, as a means of encouraging rehabilitation of busi-
ness enterprises after severe losses. For the most part, small loans offered
by the R.F.C., except under the above circumstances, required such secur-
ity as to recommend that the borrower seek other means of financing
instead. Those in a position to exercise responsibility for granting R.F.C.
loans were inclined to use the same kind of judgment that prudent lend-
ers would normally use. As a consequence, the small-loan experience of
the R.F.C, was not nearly so extensive as the financing of larger business
units.
Proposal for Industrial Loan Corporation.--Among numerous bills
introduced into Congress in recent years, having for their objective the
lending of Federal assistance in the financing of small business, was the
Mead bill, introduced first in the First Session of the- Seventy-sixth Con-
gress. It proposed to amend Section 13b of the Federal Reserve Act to
create an Industrial Loan Corporation, empowered to invest government
funds in the preferred stock, bonds, notes, and other obligations of indus-
trial and commercial enterprises. Such investment could be made directly
or in cooperatiou with other financial institutions. Not more than
$1,000,000 could be invested in any business enterprise. In addition to
its capital fund of $139,000,000, the corporation was to be permitted to
issue additional securities to an aggregate of one half billion dollars and
to borrow from Federal Reserve banks. This bill was still under consid-
eration by the Seventy-ninth Congress without receiving enough support
to ensure its passage into law.